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CASE STUDY
European Investment Bank’s Attempt
to Drive Capital to Revenue-Generating
Resilience Projects

POLICY APPROACHES TO INCREASE RESILIENCE:

The National Capital Financing Facility (NCFF), jointly capitalized by the European
Investment Bank (EIB) and the European Commission’s LIFE budget, is a blended finance
instrument that aims to demonstrate the commercial viability of biodiversity and ecosystem
services (BES) climate adaptation projects. The NCFF was created under the auspices of two
key EU climate policy documents, the EU Biodiversity Strategy to 2020, which sets targets
and actions for halting biodiversity loss and the degradation of ecosystem services; and the
EU Adaptation Strategy, which encourages EU states to build climate adaptation capacity,
particularly win-win, low-cost and no-regret actions, such as ecosystem-based management.
Capital up to EUR 150 million for the NCFF has been allocated.

Seven Steps for Structuring a
Climate Adaptation Project
Source: NCFF, https://www.eib.org/attachments/pj/ncffinvest-nature-report-en.pdf

1.

Get to know the
financing basics

All projects NCFF finances must, beyond innovating within biodiversity and adaptation
applications, be based on a sound business model with the potential to generate a return
or cost-savings. The NCFF aims to co-finance innovative adaptation and BES projects with
concessional funds, demonstrate the financial viability of this type of project, and generate
a pipeline of bankable adaptation and BES projects for investment from the private sector.
The lower cost and longer tenor features of public capital help demonstrate BES projects as
bankable and capable of being financed by private/market sources.

2.

Describe the
business model
and impact

3.

Prepare historical
financial accounts

To support early-stage market development and resiliency finance innovation, NCFF has the
ability to combine finance and technical assistance. Its targeted financing range is between
EUR 5 million and EUR 15 million for projects that “promote the conservation, restoration,
management and enhancement of natural capital for biodiversity and adaptation
benefits, including ecosystem-based solutions to challenges related to land, soil, forestry,
agriculture, water and waste inside the EU.” The NCFF also hosts a EUR 10 million technical
assistance (TA) facility, which provides grants of up to EUR 1 million for project preparation,
implementation and monitoring. Activities eligible for NCFF TA support include baseline
studies and ecosystem monitoring, vulnerability assessments, training and capacity building,
feasibility studies, improving individual components of the business plan, strengthening
financial analysis or the business case of the project, and advice on the legal structure of
the project.

4.

Forecast future
cash flows

5.

Identify risks and
possible mitigants

6.

Review financial
instruments and
sources of capital

7.

Assess appropriate
legal structures

The NCFF can fund projects in three ways. Firstly, it can co-finance eligible projects directly.
As the NCFF’s mandate is to increase private sector participation in BES investment, it
can only partly finance projects, meaning that a private institution must act as co-sponsor.
Alternatively, the NCFF can act as intermediate lender, lending funds to financial institutions
that will then on-lend these funds to eligible beneficiaries. Target operations for this
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modality are typically EUR 5-15 million in size and carry a maximum term of 20 years,
inclusive of refinancing. Finally, the NCFF can buy in as Limited Partner in private equity
funds targeting eligible projects.
Projects financed by the NCFF must be in the EU-281 and within the following sectors:
•

Payments for ecosystem services: projects facilitating payments or compensation for
benefits provided by ecosystems, e.g., clean water, carbon sequestration

•

Green infrastructure: projects that support natural capital that generates goods and
services, such as improving water quality, providing flood protection

•

Biodiversity offsetting: measures that allow us to compensate the damage done
to biodiversity

•

Innovative pro-biodiversity and climate adaptation business: projects involving
businesses that supply goods and services from conservation activities, e.g., sustainable
forestry and ecotourism. Innovation may be technological or through new approaches
and business models.

PRIORITIZE RESILIENCE EFFORTS:

To be eligible for funding, projects must promote one of two objectives of the LIFE program:
aid in conserving, managing and enhancing of ecosystems, including via ecosystem-based
solutions, in specific sectors; or contribute to ecosystem-based approaches that help
communities address risks of and adapt to climate change. Projects must also meet EIB’s
standard investment criteria, which are applied to all investments the Bank makes. Putting
projects through standard EIB processes is part of demonstrating that there is an investible
market of resilience and adaptation projects.
Upon determining a project’s eligibility for funding, NCFF selects investible projects via
a set of criteria. These criteria prominently feature financial structuring and performance
objectives alongside biodiversity and climate ones, i.e., a project’s ability to meet EU
biodiversity objectives and/or that increase resilience to climate change through climate
adaptation technologies or policy and management approaches. Equally, the NCFF evaluates
the effectiveness of the project’s business model and investment structure to ensure market
viability and good management. The NCFF additionally assesses various other factors,
including the project’s demonstration effect and scalability, capacity for NCFF funding to
catalyze funding from other sources, and synergies with other LIFE and EU projects.
The NCFF is a pilot instrument, and its mandate ended in 2021. It was created to test
important assumptions about the market for resilience and adaptation investments, the
opportunities and challenges of innovative financing instruments targeting resilience, and
discover gaps and considerations important to financing resilience. Some of the lessons
learned by the NCFF team from this pilot stage include:
•

Importance of TA funding: NCFF discovered that many resilience projects are not
investment-ready, so its TA pool was highly subscribed. TA needs were more varied than
initially anticipated and flexibility in how assistance is structured is beneficial, e.g., direct
grant support for early-stage projects to maintain staff levels during project preparation
rather than have TA awards for consulting inputs.

•

Type of financing: it is important to have a variety of financial instruments available to
resilience investors (loans, equity, guarantees, etc.) in order to mobilize private finance
in this sector
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•

Size of financing: the NCFF desired financing size, EUR 5-15 million per project, was
generally found to be too large for this sector. NCFF estimates that realistic projects
were 10-100% smaller than the target ticket size.

•

Flexibility of financial offering: Standard EIB due diligence procedures were not always
fit for purpose for these new market/new business model projects. To foster this market,
a nimbler portfolio approach and/or more flexible due diligence may be required.

•

Building institutional capacity and consensus: Marrying EIB protocols and financing
functions with NCFF objectives required effort to improve intra-bank understanding of
resilience project risk parameters, and how project co-benefits support EIB nature and
climate policy commitments.

•

Robust grant environment is a challenge to developing robust private market for
resilience: grant-rich environment for resilience/adaptation projects makes it hard for
alternative models like NCFF to compete.

1 The NCFF can finance projects in the UK..

Interested in learning more about this work or Climate Finance Advisors, contact us here: info@climate-fa.com
Established in 2015 in Washington, DC, as a mission-driven Benefit LLC, CFA is a certified
B-Corporation and a women-owned consulting and advisory firm that works at the nexus
of private investment and climate change. Our mission is to accelerate sustainable, climatealigned investment to the benefit of society, the economy, and the global environment.
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